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New Zealand Becomes Member of Fund, Bank, and IFC 


On August 31 New Zealand became a member of the 
International Monetary Fund, the International Bank 
for Reconstruction and Development, and the Inter- 
national Finance Corporation (IFC). 


The quota for New Zealand in the Fund is 
$125,000,000, its subscription to the capital stock of 
the Bank is 1,667 shares with a total par value of 
$166,700,000, and its capital subscription to the IFC 


IBRD and IDA Credits to Colombia 

The World Bank and its affiliate, the International 
Development Association (IDA), agreed on August 29 
to provide the equivalent of $39 million to Colombia 
toward a highway improvement and maintenance pro- 
gram which was recommended by a Bank General 
Survey Mission in 1949 and has been proceeding over 
the past 10 years. The World Bank loan and the IDA 
development credit each amount to $19.5 million. The 
present project consists of the reconstruction or new 
construction of about 800 miles of roads, which form 
part of the main road network of Colombia; the prepa- 
ration of designs for about 300 miles of additional 
roads; a reappraisal of maintenance operations; and 
the procurement of maintenance equipment. The IDA 
credit will be used to finance construction work, and the 
Bank loan wili be used for both construction and main- 
tenance equipment. 

The Bank loan is for a term of 15 years and bears 
interest at 5% per cent per annum, including the 1 per 
cent commission which is allocated to the Bank’s Spe- 
cial Reserve. Amortization will begin in September 
1965. Irving Trust Company and Wells Fargo Bank 
American Trust Company are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
$200,000, representing part of the first maturity. 

The IDA credit is the third granted to Latin America. 
It is for a term of 50 years, interest free, and is repay- 
able in foreign exchange, amortization to begin in June 
1971. Thereafter, 1 per cent of the principal will be 
repayable annually for 10 years and 3 per cent will be 
repayable each year for the final 30 years. A service 
charge of % of 1 per cent annually on the amounts 
withdrawn and outstanding will be made to meet ad- 
ministrative costs. 

Sources: International Bank for Reconstruction and 
Development and International Development 
Association, Press Releases, Washington, 
D. C., August 29, 1961. 


is $923,000. 

Seventy-two nations are now members of the Fund 
and the total of members’ quotas is $15,002,600,000; 
the Bank now has 70 members with a total subscribed 
capital of $20,269,800,000; and the IFC has 60 mem- 
bers and a total subscribed capital of $97,533,000. 


Source: International Monetary Fund, Press Release, 
Washington, D. C., August 31, 1961. 


IDA Credits to China (Taiwan) 


The International Development Association (IDA) 
extended on August 30 two development credits total- 
ing the equivalent of $5.9 million to China (Taiwan). 
One, for $3.7 million, will assist in financing the instal- 
lation of about 765 deep wells to provide more irrigation 
water for approximately 207,500 acres of land in the 
plains of western and southern Taiwan. The other, for 
$2.2 million, will finance dredging equipment, engineer- 
ing services, and the training of personnel for the im- 
provement and maintenance of the island’s three com- 
mercial harbors. 


Both credits are for a term of 50 years, interest free, 
and are repayable in foreign exchange, amortization to 
begin on March 15, 1972. Thereafter, 1 per cent of 
the principal will be repayable annually for 10 years 
and 3 per cent will be repayable each year for the final 
30 years. A service charge of % of 1 per cent an- 
nually on the amounts withdrawn and outstanding will 
be made to meet administrative costs. 


Source: International Development Association, Press 
Release, Washington, D. C., August 30, 1961. 


IFC Investments 
Investment in Colombia 


The International Finance Corporation (IFC) an- 
nounced on August 23 a commitment to invest 
US$500,000 in Electromanufacturas, S.A., of Bogota, 
Colombia, to help to finance an expansion of electrical 
equipment manufacturing. The total cost of this ex- 
pansion is estimated at $890,000 for new buildings, 
equipment, and working capital. The financing required 
in addition to the IFC investment is being provided by 
shareholders. 


The IFC investment will be repayable partly in U.S. 
dollars and partly in Colombian pesos. It will be repre- 
sented by unsecured notes yielding 8 per cent interest. 
The dollar notes will mature between 1965 and 1968; 
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the peso notes, between 1968 and 1970. The IFC will 
also receive an option to purchase shares in the 
company. 


Investment in Argentina 


On August 25, the IFC announced a commitment to 
invest US$1,500,000 in Fabrica Argentina de Engra- 
najes S.A.I.C., a subsidiary of Oerlikon Machine Tool 
Works Buehrle and Co., Switzerland. The IFC invest- 
ment will help to finance the establishment of a plant 
for the manufacture of fully assembled transmission 
units and gears for tractors. The total cost of the 
project is estimated at $4,300,000. 

The IFC investment of $1,500,000 will be repre- 
sented by unsecured dollar notes, half of which will be 
convertible. The notes bear 7 per cent interest, are 
payable in dollars, and mature between 1968 and 1973. 


Sources: International Finance Corporation, Press Re- 
leases, Washington, D. C., August 23 and 25, 
1961. 


Europe 
Sterling Quotations 


The recovery in sterling was resumed in the week 
ending August 26, following the temporary check 
partly attributable to the situation in Berlin (see this 
News Survey, Vol. XIII, p. 258). Movements in the 
rate were modest, from $2.80% to $2.80%4,, but the 
rise appears to have been held back by sales of sterling 
for dollars by the Exchange Equalization Account. The 
demand for sterling has been mainly on commercial 
account, including purchases that had previously been 
delayed. There is still no sign of any large inflow of 
funds for short-term investment. Few operators are in- 
clined to leave their funds uncovered: buying of for- 
ward sterling by continental operators brought down 
the cost of exchange cover from about 4 per cent to 
3% per cent, leaving a small margin in favor of London 
on most forms of interest arbitrage. 


Source: The Economist, London, England, August 26, 
1961. 


U.K. Arrangements with Central Banks 


Following the drawing of $1,500 million from the 
International Monetary Fund (see this News Survey, 
Vol. XIII, p. 241), the United Kingdom appears to 
be repaying some of the £200 million or more bor- 
rowed from overseas central banks in the spring under 
the “Basle agreement” (see this News Survey, Vol. 
XIII, p. 195). The Times says that the United Kingdom 
has already settled its Basle debt with the Dutch central 
bank. The latest balance sheet of the Swiss National 
Bank shows an increase of Sw F 120 million in its gold 
holdings. This represents the repayment of a second 
£10 million of the gold-sterling swap concluded in 


March 1961 between the Swiss central bank and the 
Bank of England (a first repayment having been made 
at the end of May). Two other such transactions ma- 
ture within the next few months. In addition, the 
Swiss central bank still has large dollar deposits with 
the Bank of England due to be repaid in the near 
future. The Times suggests that some of the Swiss 
debt may be consolidated, rather than entirely paid off, 
in the next few months; unlike other lenders under the 
Basle arrangements, Switzerland is not a member of the 
Fund and thus Swiss francs were not included in the 
U.K. drawing. 


Source: The Times, London, England, August - 26, 
1961. 


Bank Credit in the United Kingdom 


During the four weeks to mid-August 1961 advances 
by the London clearing banks fell by £104 million 
(about 3 per cent), the largest monthly reduction since 
September 1955. Seasonal factors were partly respon- 
sible for this sharp decline, but it would also seem that 
the cumulative efforts of the banks to tighten their 
lending policies are at last beginning to take effect. 
The Times says that it would be wrong to attribute too 
large a part of this decrease in advances to the meas- 
ures announced by the Chancellor of the Exchequer in 
July (see this News Survey, Vol. XIII, p. 233), but 
the latest figures give some reason to believe that the 
downward trend in credit will continue. Although the 
banks have deposited £38 million with the Bank of 
England to meet the first half of the recent call for 
additional Special Deposits, the average liquidity ratio 
for the clearing banks was little changed between July 
and August, when it was 32.9 per cent compared with 
31.4 per cent in August 1960. The sharp fall in 
advances has, therefore, more than offset. the impact 
of the call for Special Deposits on the banks’ liquidity 


ratios. 


Source: The Times, 
1961. 


U.K. Exchange Control 


Two important steps to improve the foreign payments 
position of the United Kingdom, announced by the 
Chancellor of the Exchequer in July (see this News 
Survey, Vol. XIII, p. 233), are now being taken. In 
the first place, officials of the Bank of England have 
made tentative approaches to leading British com- 
panies with overseas branches and subsidiaries urging 
them, on behalf of the Chancellor, to ensure that a 
higher proportion of their profits is repatriated. This 
may not always be easy to achieve, however, as the 
repatriation of profits depends to a large extent on the 
policy of the country where the profits are earned. 
The Bank of England has also started to examine the 


London, England, August 25, 
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company accounts of British firms operating in non- 
sterling areas, to ensure that they are remitting a sub- 
stantial proportion of their earnings to the United 
Kingdom. 

Secondly, stricter tests have been introduced on 
applications by U.K. companies that wish to expand 
outside the sterling area. These tests require that any 
such investment should show clear and commensurate 
benefits to the United Kingdom’s export earnings and 
balance of payments in the short term. However, the 
Treasury has stressed that this new attitude in no way 
precluded the making of applications which did not 
show signs of realizing benefits within, say, two years. 


Source: The Times, London, England, August 17, 
1961. 


Economic Situation in Iceland 


The Board of Management of the Central Bank of 
Iceland has issued a statement in connection with the 
change in the par value of the Icelandic kréna (see this 
News Survey, Vol. XIII, p. 241). The drastic measures 
in economic affairs which were resorted to in February 
1960 (see this News Survey, Vol. XII, p. 261), after 
a long period characterized by inflation and foreign 
exchange difficulties, brought substantial results despite 
serious misfortunes sustained by the national economy 
as the result of a fall in world market prices for fish 
products in 1960 and of poor catches. From the end 
of February 1960 to the end of June 1961, the foreign 
exchange situation of the banks improved by about 
IKr 325 million ($8.6 million), and an equilibrium 
between increased deposits and advances of the bank- 
ing system was attained, increased deposits coinciding 
with reduced credit expansion. Despite this important 
result, the national finances were still considerably 
short of being sufficiently sound to enable Iceland to 
compete successfully in foreign markets and to utilize 
national resources to a desirable extent for increased 
prosperity. The foreign exchange reserves of the 
country were by no means sufficient, especially in view 
of the large fluctuations in value to which the output of 
the fishing industry is subject, and of the heavy foreign 
debt commitments of Iceland. 


In June, the Bank’s statement continued, agreements 
were made for wage increases (see this News Survey, 
Vol. XIII, p. 203) considerably in excess of the amount 
which the increased output of industry would be able 
to sustain. The effect on the economic system of these 
wage increases would principally make itself felt in two 
ways: the economic position of the export industries 
would worsen, leading to a contraction in export pro- 
duction and reduced employment; and demands for 
foreign exchange would increase. Both effects would 
lead to a renewed deficit in the balance of payments and 
new foreign exchange difficulties. 


Even though some time would pass before the full 
consequences of the wage increases would appear, the 
Central Bank felt it would be extremely ill advised to 
delay countermeasures until the situation became un- 
tenable, the foreign exchange shortage serious, and ex- 
port production stopped. Leaving matters alone would 
soon ruin what had been gained in the past and impair 
confidence at home and abroad in the finances of 
Iceland. Moreover, speculation would thrive on un- 
certainty and fear of inflation. 


The Central Bank had considered that the only 
course open to prevent the difficulties foreseen was to 
reduce the par value of the Icelandic kr6na and to take 
measures to ensure that the wage increases and devalu- 
ation did not lead to a credit expansion or to a higher 
price level than was absolutely necessary. It was ob- 
viously a serious matter to have had to resort to a 
devaluation so soon after the drastic change in the 
rate of exchange in February 1960. However, the 
Central Bank had considered it inevitable that the 
difficulties must be faced. The devaluation should make 
it possible to ensure again the necessary equilibrium in 
the foreign exchange situation and to maintain a satis- 
factory basis for the operation of the export industries, 
upon which the prosperity of the nation largely 
depends. 


Source: Central Bank of Iceland, Press 
Reykjavik, Iceland, August 3, 1961. 


Sweden and the EEC 


In a recent speech the Prime Minister of Sweden, Mr. 
Erlander, said that if Sweden became a member of 
the European Economic Community (EEC), supra- 
national authorities would be deciding Swedish com- 
mercial policy as well as the outlines of Swedish eco- 
nomic policy. The consequences would be far reaching. 
Mr. Erlander gave a thorough explanation of the 
Government's decision not to follow the example of the 
United Kingdom and Denmark in applying for mem- 
bership in the EEC. Such membership, the Prime 
Minister said, was not compatible with Sweden’s policy 
of neutrality, at least not as long as the EEC was based 
on the Treaty of Rome in its present form. He went 
on to explain that the Treaty’s rules for commercial 
policy toward countries outside the EEC clearly indi- 
cated the limitations placed on the member countries’ 
foreign policy. The assumption was that all trade agree- 
ments entered into after the expiry of the transitional 
period in 1970 would be formulated by the Ministerial 
Council of the EEC. Negotiations with third countries 
were not to be carried out by the members themselves, 
but by a commission, set up by the EEC, which would 
receive its directives and authorizations from the 
Council. The role of the governments was limited to 
supplying information and presenting proposals and 


Release, 
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desiderata. Even measures for export regulation, ex- 

port licensing in connection with embargo policy, etc., 

would be decided by the EEC. 

Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 23, 1961. 


German Foreign Trade Results 

In July 1961 German imports amounted to DM 3,715 
million ($929 million), i.e., 2 per cent more than in 
Juiy 1960. If purchases by government authorities are 
excluded, imports were 4% per cent below the corre- 
sponding figure for 1960. Exports totaled DM 4,217 
million ($1,054 million), or 3.4 per cent more than a 
year ago. The trade surplus was DM 502 million ($125 
million), compared with DM 435 million in July 1960. 

During the first seven months of 1961, imports, at 
DM 25.2 billion, were 3.4 per cent higher than at the 
same time in 1960. However, average import prices 
were 3 per cent below those of the 1960 period, so that 
the volume of imports was up by approximately 7 per 
cent. Exports amounted to DM 29.3 billion, i.e., 8.4 
per cent more than a year previously. Export prices 
were at virtually the same level as in January-July 1960. 
The trade surplus reached DM 4.1 billion, compared 
with DM 2.7 billion a year ago. 
Source: Die Welt, Hamburg, Germany, August 19, 

1961. 


Lowering of Belgian Discount Rate 

On August 24, 1961, the National Bank of Belgium 
reduced its basic discount rate from 5 per cent to 4% 
per cent. This rate applies to commercial bills accepted 
by domestic banks. Other short-term 
have also been reduced. 

The discount rate had been increased from 4 per 
cent to 5 per cent on August 4, 1960, at a time when 
the political situation in the Congo provoked an out- 
flow of capital from Belgium. (The foreign exchange 
reserves of the National Bank declined by 11 per cent 
between July 4 and August 12, 1960.) The discount 
rate had not been changed since, except for bank 
acceptances covering export transactions, where the 
rate was lowered from 5 per cent to 4 per cent on 
November 10, 1960. 

Though the fear expressed at the end of 1960 that 
the upward trend in the Belgian economy might cease 
in 1961 has been largely dispelled by the expansion 
of activity recorded in the first half of this year, it is 
felt that there are still sufficient resources of capital 
and labor to support further progress. Wholesale and 
retail price indices are practically at the same level as 
a year ago. The money market remains very liquid; 
call money rates in the past few weeks have continued at 
about 2% per cent, and the amount of commercial 
bills held by the National Bank has stayed at the low 
level of BF 2-3 billion since the beginning of the year 


interest rates 
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At the end of July 1961, the National Bank’s net gold 
and foreign exchange reserves reached BF 76.9 billion 
($1,538 million), against BF 71.2 billion ($1,424 
million) at the end of December 1960. 


Source: La Libre Belgique, Brussels, Belgium, Au- 
gust 24, 1961. 


Economic Policies of Spain 


In a speech on August 16 in Bilbao, Mr. Ullastres, 
the Spanish Minister of Commerce, said that the first 
phase of the stabilization plan for the Spanish economy 
(see this News Survey, Vol. XII, p. 25) had been 
successful. Generally speaking, production had re- 
covered to the level of 1958, although there were still 
some inactive sectors, such as housing construction and 
wood processing. Prices, particularly those affecting 
the cost of living, had remained stable. Import prices 
had not increased much, despite the introduction of 
new tariffs; export prices had increased slightly. 

The second phase of the stabilization plan, which 
should be accompanied by a reactivation of the econ- 
omy, had, however, not yet shown the expected 
results. This was to some extent explained by the 
unfavorable outcome of the harvest in 1960. But the 
Minister pointed out that the aggregate level of invest- 
ment had remained too low, although Spain now ful- 
filled the necessary requirements for a rise in capital 
formation—savings were increasing and skilled labor, 
technological know-how, and foreign reserves were 
available. (Indeed, as regards the reserves, the Min- 
ister stated that he expected their level to rise in 1961 
by $160 million, to $850 million.) He felt that 
Spanish entrepreneurs were too inclined to wait for an 
increase in demand, instead of proceeding with invest- 
ments in anticipation of future developments. Should 
the private sector be unable to suppori an annual rate 
of growth of 5 per cent or 6 per cent—considered 
necessary for Spain—the public sector would expand its 
field of action, however unfavorable the consequences. 
On the other hand, the Government would be willing 
to abandon activities already within its sphere if force- 
ful private initiative were shown. 


Sources: Ya, Madrid, Spain, August 17 and 18, 1961. 
Spain and the EEC 


Referring in a recent speech to the integration of 
Spain into the European Common Market, Mr. 
Ullastres said that this was not an urgent problem. It 
could be considered if there were enough guarantees 
that such a step would not interfere with the economic 
growth of the country, but he was afraid that the im- 
mediate result would be an ouflow of skilled workers 
in contrast to a still doubtful inflow of capital. A more 
feasible solution would be a commercial association 
with the European Economic Community (EEC) 
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similar to that of Greece. Since there were EEC coun- 
tries with opposing interests, the necessary negotiations 
would be very hard. Spain would try to defend its 
industrial protection and maintain its agricultural ex- 
ports. At present, Mr. Ullastres said, there were in- 
formal contacts between Spain and the EEC but no 
negotiations, one of the reasons for this being that the 
negotiating teams of the EEC countries were too busy 
with their dealings with a number of countries of the 
European Free Trade Association and with the British 
Commonwealth. In the meantime, Spain should make 
efforts to open new markets outside Western Europe. 


Sources: Ya, Madrid, Spain, August 17 and 18, 1961. 


Middle East and Africa 
German Credit fo Iran 


An agreement has been finalized between the Gov- 
ernments of the Federal Republic of Germany and 
Iran, according to which Iran is to receive a credit 
equivalent to $50 million for specific projects in Iran’s 
current development program (the second Seven-Year 
Plan). The credit will finance about two thirds of the 
estimated shortfall of $73 million in the Plan, which 
runs through September 1962. In addition, the German 
Government will guarantee payment to German firms 
for deliveries of supplies, mainly of capital goods, to be 
used in the expansion program of the National Iranian 
Oil Company. 

Sources: Keyhan International, Tehran, Iran, various 
issues. 


Financial Aid to Jordan 


Agreement has been reached between the Govern- 
ments of the Federal Republic of Germany and Jordan 
for the latter to receive a long-term loan, equivalent to 
$3.8 million, for the expansion of the Port of Aqaba. 
Jordan has also received $2.2 million, the fourth install- 
ment of U.S. aid in the current fiscal year, which began 
on April 1, 1961. Total U.S. aid is estimated at 
$14.5 million, of which $11.7 million has now been 
received. 

Source: Middle East Economic Digest, London, Eng- 
land, August 18, 1961. 


Ghana's Budget, 1961-62 


When presenting the budget estimates for Ghana for 
1961-62 on July 7, 1961, the Minister of Finance 
stated that current expenditure in the year ended 
June 30, 1961 had amounted to £G72 million and 
development expenditure to £G 33 million—a total of 
£G 105 million ($294 million). Revenue for the year 
amounted to £G 66 million. 

The budget estimates for 1961-62 showed increases 
in current expenditure to £G81 million and in de- 


velopment expenditure to £G47 million (excluding 
external expenditures on the Volta River Project, esti- 
mated at £G 8.7 million). Aggregate expenditure is 
thus expected to increase by some £G 23 million, to 
£G 128 million, of which £G 104 million would be 
expended within the country and £G 24 million ex- 
ternally. The Minister hoped to cover the external 
expenditure by external loans. If this were not possible, 
the balance would be covered by drawing down the 
official foreign exchange reserves. Revenue at the 
existing rates of taxation was expected to yield £G 65 
million, some £G 39 million short of total internal 
requirements. In order to bridge this gap the Minister 
announced new measures. Increases in export, import, 
and excise duties, the imposition of a purchase tax on 
some consumer durable goods, and increases in the cost 
of motor vehicle licenses and driving licenses were 
together expected to bring in an additional £G 18 
million. A single uniform schedule of income tax, 
irrespective of personal circumstances, has been intro- 
duced, together with an extension of the concept of 
taxable income and a new system of provisional assess- 
ment in the case of self-employed people and busi- 
nesses. Additional revenue accruing from these income 
tax measures has been estimated at £G 2.5 million. A 
new tax on urban properties is expected to yield 
£G 0.5 million. Voluntary contributions to the de- 
velopment program by the cocoa farmers are estimated 
at £G8 million, and a form of compulsory savings 
carrying an interest rate of 4 per cent free of tax 
repayable in ten years is expected to yield £G 11 million 
in 1961-62. Internal revenue is thus expected to exceed 
internal expenditure by £G1 million for the year. 


Source: Information Section of the Ghana Office, 


Ghana Today, London, England, July 19, 
1961. 


South African Wool Sales in 1960-61 


In a recently published review of the 1960-61 wool 
season (ended June 1961), the South African Wool 
Commission states that the total quantity of wool pro- 
duced in South Africa during the year was probably in 
the region of 295 million pounds, a figure considerably 
higher than the original estimate of 278 million pounds 


and close to the figure of 295.5 million pounds attained 
in 1959-60. 


The total value of the 1960-61 wool clip is expected 
to be about R 90.5 million ($126.7 million), which is 
approximately R 10 million less than for the 1959-60 
clip. The average value of the clip decreased from 
R 0.341 a pound in 1959-60 to R 0.305 in 1960-61, 
i.e., by 10% per cent. 

Source: World Wool Digest, London, England, July 13, 
1961. 
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Economic and Social Problems of Mauritius 


Two reports on the economy of Mauritius, commis- 
sioned in 1959 by the Governor of the island, have 
recently appeared. One is by Professor Meade and the 
other by Professor Titmuss. The most pressing prob- 
lems in Mauritius at present stem from the very rapid 
rate of growth of the population, which increased from 
420,000 in 1954 to 650,000 in 1960 and is expected 
to reach 1.3 million by 1982 and about 3 million by 
the end of the century. The island is one of the most 
densely populated agricultural areas in the world, 
averaging 875 persons per square mile, and over half 
the population is under 20 years of age. 

Both reports emphasize that unless resolute measures 
are taken to solve the population problem, Mauritius 
will soon be faced with a catastrophic situation. At 
present there is much unemployment and underemploy- 
ment throughout the island. The sugar industry, which 
accounts for more than one third of total economic 
activity and for some 95 per cent of exports, is not 
expected to absorb much more labor. Unemployment 
in this industry is also high during the intercrop period. 
Professor Meade favors the imposition of an ad valorem 
tax on sugar, which would discourage further expansion 
and be a useful means of raising additional revenue. 

The establishment of a central agricultural marketing 
board to assist and improve the marketing and process- 
ing of agricultural and fishing produce is also recom- 
mended, as is the formulation of a forestry policy and 
the expansion and improvement of milk production. 

Recommendations in the industrial sector include 
fiscal incentives, more direct financial aid to particular 
industries, reforms in tariff structure, the establishment 
of an industrial estate in which small factories and 
workshops would be leased to manufacturers, and the 
granting of long-term and medium-term loans to pro- 
ducers. It is also considered desirable to adjust the 
present five-year development program to give more 
emphasis to capital developments that will stimulate 
new productive enterprise. 


Source: Central Office of Information, Commonwealth 
Survey, London, England, June 6, 1961. 


Far East and Australasia 


India’s Foreign Exchange Reserves 

In a special report to the Lower House of Parlia- 
ment, India’s Minister of Finance has stated that de- 
velopments in the country’s foreign exchange reserves 
were “clearly a matter of concern,” inasmuch as the 
Government had had to draw the equivalent of $250 
million from the International Monetary Fund to tide 
over difficulties and to increase these reserves. Taking 
into account repurchase operations, the net addition to 
India’s reserves from this transaction had been Rs 0.58 
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billion ($122 million). As a consequence, Reserve 
Bank of India holdings of foreign securities had in- 
creased to Rs 1.53 billion ($321 million) as at Au- 
gust 4, 1961. 

The Minister said that it was essential for the Gov- 
ernment to implement policies that would increase these 
reserves to a level of approximately Rs 2 billion ($420 
million) during the coming months, so that the subse- 
quent seasonal decline would not embarrass the country 
in any way. He emphasized the importance of measures 
to restrain domestic consumption and increase exports. 
At the same time, he announced that the Government 
would no longer authorize any agreements involving 
short-term foreign credits and similar deferred payment 
arrangements that would create an embarrassing ac- 
cumulation of repayment liabilities at a later date. 
Moreover, foreign exchange allotted for travel abroad 
would be further reduced. 

Source: The Economic Times, Bombay, India, Au- 
gust 10, 1961. 


Government of India Loans 

The subscription lists for the new Central Govern- 
ment loans announced on July 14 (see this News Sur- 
vey, Vol. XIII, p. 230) were opened on July 24 and 
closed on July 26. The loans were fully subscribed. 
Total subscriptions amounted to Rs 1.09 billion, in- 
cluding cash subscriptions of Rs 1.05 billion. The 
3% per cent bonds, 1969, brought in Rs 0.43 billion, 
and the 4 per cent loan, 1981, brought in Rs 0.66 
billion. Total gross market borrowings by the Central 
Government to date during the fiscal year 1961-62 
(including receipts from the 3% per cent National 
Plan Bonds, 1967, issued in May for conversion of 
three maturing loans) amount to Rs 2.02 billion, com- 
pared with Rs 1.81 billion in 1960-61. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, August 1, 1961. 


Ceylon's Textile Industry 

Mainland China has signed an agreement with Ceylon 
to help to build a cotton spinning and weaving factory, 
with a capacity to produce 10 million yards of cotton 
fabrics and 1 million pounds of yarn (to be supplied to 
the cottage industries and other consumers). The 
plant is to be financed from the Rs 75 million ($15.8 
million) granted to Ceylon under the Economic Aid 
Agreement entered into between Mainland China and 
Ceylon in 1957. 

The Ceylon Government has decided to restrict all 
future cotton textile development to the public sector 
and the handloom industry; private enterprise will be 
allowed in synthetic fiber manufacturing only. 
Sources: The Financial Times, London, England, Au- 

gust 15, 1961; Ceylon News, Colombo, Cey- 
lon, August 17, 1961. 
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New Customs Tariff in Viet-Nam 


On July 12, 1961 the Vietnamese National Assembly 
approved a new minimum customs tariff applicable to 
certain categories of imports. The new tariff applies 
only to imports of luxury products and of goods in 
current use which are also produced by local industries. 
Luxury imports are from now on subject to a 10 point 
increase over the former tariff, and imports competitive 
with domestically produced goods to a 5 point increase. 
The customs tariff applicable to essential goods and 
equipment and to raw materials remains unchanged. 
Source: Marchés Tropicaux et Méditerranéens, Paris, 

France, July 21, 1961. 


Balance of Payments of Japan 


Japan’s trade receipts and payments in the first half 
of 1961 resulted in a deficit of $521 million, compared 
with a deficit of $74 million in the same period of 1960. 
This deterioration was due to a marked slackening in 
exports and to a considerable increase in imports, 
chiefly required for the continued economic expansion 
of Japan. Including a deficit of $88 million in other 
current transactions, the total deficit of $609 million on 
current account was far larger than that for the same 
period of 1960 ($100 million). However, the deficit 
was offset by an equally large inflow of foreign short- 
term capital, reflecting mainly an increase in import 
usance bills outstanding. 

Official reserves increased by $88 million in the first 
half of 1961, but their continued increase since Janu- 
ary 1960 stopped after they reached a postwar peak 
of $2,036 million in April 1961; in the period May 
through July 1961 there was a decrease of $200 million. 
Sources: Nihon Keizai Shimbun, Tokyo, Japan, July 21 

and August 5, 1961. 


Australian Budget 


The Federal Treasurer, Mr. Harold Holt, in intro- 
ducing the Australian budget for the 12 months to 
June 1962, said that the boom, which had been run- 
ning strongly at the time of the last budget, had receded 
somewhat in recent months, and the Australian economy 
was now basically stronger than it had ever been. 
There had been a decline in activity in some sectors 
of the economy, which had led to a fall in total employ- 
ment and a rise in unemployment. The immediate prob- 
lem was to secure a reduction in the number of un- 
employed people, and beyond that an _ all-round 
expansion to provide jobs for young people and immi- 
grants joining the work force in the coming months. 
The Government considered that the recession had now 
reached its low point and that an upturn would soon 
occur. The external position had improved greatly in 
recent months and Australian holdings of gold and 
foreign exchange in July totaled over £A 570 million, 


which, excluding the drawing of £A 78 million from the 
International Monetary Fund, was £A 115 million 
higher than in December 1960. 


The Treasurer said that in the 6 months to Decem- 
ber 1961 conditions should be such as to induce a rise 
in consumer spending. Wage increases and tax refunds 
were adding to disposable incomes, and the easing of 
bank credit (see this News Survey, Vol. XIII, p. 214) 
and a general improvement in liquidity should facilitate 
such an expansion. Several proposals contained in the 
budget should help to lift consumer spending at an 
early stage. 


Total cash requirements in 1961-62 are estimated to 
increase by £A 128 million, to £A 1,935 million. The 
Treasurer proposed small additional social service bene- 
fits, which, in total, are estimated to increase by 7 per 
cent..in 1961-62. Payments. by. the, Federal,.Govern-, 
ment from revenue to the State Governments are ex- 
pected to increase by £A 32 million (8 per cent), and 
State works and housing will cost £A 10 million (4 per 
cent) more in 1961-62. The forecast for federal ex- 
penditure on capital works and services shows an 
increase of about £A 11 million, of which £A 5 million 
is to enlarge the capital of the Commonwealth Develop- 
ment Bank and £A4 million is for railway gauge 
standardization. Payments of £A 13 million are ex- 
pected to be made from Consolidated Revenue to 
finance the guaranteed wheat prices; this is the first 
time that such a contribution has become necessary. 


Total cash receipts are estimated at £A 1,919 million 
in 1961-62—£A 96 million more than in the previous 
year. At present rates, total tax revenue will be £A 57 
million (4 per cent) higher in 1961-62 than in the 
previous year. These increases are in sharp contrast 
with the actual rise of 14 per cent in 1960-61, and 
reflect the current, less buoyant, economic conditions. 
The Treasurer proposed small reductions in sales tax 
on some household durable items and only minor 
changes in other tax rates. In total, these proposals will 
cost £A 10 million in 1961-62 and £A 13 million in a 
full year. Taking into account other revenue (from 
business undertakings, etc.), which is expected to rise 
by £A 11 million in 1961-62, total revenue is expected 
to rise by £A 59 million (3% per cent). 

Mr. Holt said that, with more stable financial condi- 
tions, the Government might be able to make larger 
domestic loan issues in 1961-62 than in the previous 
year, but that prospects for borrowing abroad were 
very uncertain at this stage. The budget estimates used 
a figure of £4 165 million for borrowings from all 
sources in 1961-62: £A20 million higher than in 
1960-61. The over-all cash deficit (after borrowing 
and redemptions) for 1961-62 was thus estimated at 
£A 16.5 million, compared with an actual surplus of 
£A 15.8 million for 1960-61. The Treasurer said the 
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Gevernment had decided that, under present circum- 
Styaces, a cash deficit of this size was justified. At the 
same time the Government did not consider that it was 
necessary or desirable to budget for more than a 
moderate deficit; monetary conditions in any case 
seemed likely to be fairly liquid in 1961-62. Mr. Holt 
said that the Government could have avoided a cash 
deficit in the budget only if it had curtailed expendi- 
tures which, after full evaluation, were considered 
necessary, or if it had refused increases in social serv- 
ice benefits or withheld tax concessions which seemed 
to be particularly opportune under present conditions. 
He added that “there is of course a nice question of 
judgment in all this and we have had very much in 
our minds that the position could change over the 
[fiscal] year in ways we cannot now foresee. But, on 
the information we have and on such forecasts as we 
can make, we believe we are striking about the right 
balance between the various courses open to us.” 

Source: The Times, London, England, August 17, 

1961. 


Western Hemisphere 
U.S. Private Foreign Investment in 1960 


Private investors in the United States increased their 
holdings abroad by more than $5 billion in 1960, to a 
total exceeding $50 billion at the year-end. Additions to 
private foreign investment in 1960 were greater than in 
1959, mainly because of a sharp upturn in the outflow 
of short-term funds. Direct investments in subsidiaries 
and branches, however, moved up somewhat more 
rapidly in 1960 than in 1959, despite some sharp re- 
ductions, notably in the development of resources in 
some Latin American countries. Portfolio capital out- 
flows dropped slightly in 1960. 

The earnings of direct investment enterprises im- 
proved in major industries and in most countries. 
Aggregate earnings rose by 8 per cent, to about $3.5 
billion, of which foreign subsidiaries retained abroad 
about $1.25 billion. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., August 1961. 


Fund Transactions 

During July 1961 six countries drew from the Fund 
sums equivalent to the following: Chile, $20 million; 
Colombia, $40 million; El Salvador, $5 million; Hon- 
duras, $1.25 million; the United Arab Republic 
(Egyptian Region), $10 million; and Yugoslavia, 
$5 million. Of the total of $81.25 million, $29.25 mil- 
lion was drawn in U.S. dollars and the equivalent of 
$15 million in deutsche mark, $15 million in Italian 
lire, $12 million in French francs, and $10 million in 
Netherlands guilders. 


Repurchases totaled $29.56 million, of which Argen- 
tina repaid $3 million, Chile $2 million, El Salvador 
$9.25 million, Haiti $1.31 million, and Indonesia 
$14 million. Of these repurchases, $23.25 million was 
repaid in gold and the remainder in U.S. dollars. 


Four stand-by arrangements totaling $183.75 million 
became effective, as follows: Bolivia, $7.5 million; El 
Salvador, $11.25 million; Mexico, $90 million; and 
South Africa, $75 million. 


Summary Index 


IBRD and IDA: Credits to Colombia 

IBRD, IFC, and IMF: New. Member, New Zealand 
IDA: Credits to China (Taiwan) 

IFC: Investments in Colombia and Argentina 
IMF: Transactions, July 1961 


Australia: Budget, 1961-62 
Belgium: Discount Rate Lowered 
Ceylon: Textile Industry 
Germany, Federal Republic 
Ghana: Budget, 1961-62 


Iceland: Economic Situation 


Foreign Trade, July 1961 


India: Foreign Exchange Reserves 
Government Loans 
Iran: Credit from Federal Republic of Germany 
Japan: Balance of Payments, First Half 1961 
Jordan: Financial Aid 
Mauritius: Economic and Social Problems 
New Zealand: Membership in Fund, Bank, and IFC 
South Africa: Wool Sales, 1960-61 
Spain: Progress of Stabilization Plan 
Views on EEC 
Sweden: Views on EEC 
United Kingdom: Bank Credit 
Exchange Control 
Repayments Under “Basle Agreement” 
Sterling in Exchange Markets 
United States; Private Foreign Investment, 1960 
Viet-Nam: New Customs Tariff 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund’s views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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